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111. 	 METHODFORREIMBURSEMENTTOINTERMEDIATECAREFACILITIES FOR 
THE MENTALLY RETARDED 

A. INTRODUCTION 

Intermediate Care Facilities for the Mentally Retarded (ICF/MR) are defined as intermediate 
carefacilitieswhoseprimarypurposeis toprovidehealth or rehabilitativeservicesfor 
mentally retarded individuals or persons with related conditions and which meet the standards 
in Subpart D or Part 483 of the Code of Federal Regulations. 

The State classifies treatment services by individual level of care (LOC) needed to meet the 
medical needs of eligible recipients. Six levels ofcare (2-7) have been established based upon 
recipient profiles (Individuals who are not in need of institutionalcare compriseLevel 1). 
These levels are described as follows: 

0 LOC 2 Requiresminimalsupervisionand care andlittle or nomedicalattention for 
*.: -'physical problems. Specific treatment(s) is given for specific problems of a 

mental and/or physical nature. 

0 LOC 3 	 Requiresminimaltomoderatesupervisionand care and possesses no significant 
medical disabilities. Planned rehabilitation and treatment programs are usually 
of a recreational or therapeutic nature and counseling and psychotherapy may 
be given. Habit training is also required. 

0 LOC 4 	 Requiresminimaltomoderatesupervisionandmayposses medical disabilities. 
Plannedrehabilitationandtreatmentprograms may includeacademicand 
recreationalservices, as well as specifictreatmentsforemotional,mental, 
behavioral and/or physical disabilities. 

0 LOC 5 	 Requiresmoderatesupervisionandsomeseveredisabilities are usuallypresent. 
Clients require some degree of intensive medical, psychiatric or psychological 
treatment. 

psychological treatment. 
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0 LOC 7 Populationnon-ambulatory requires care intensiveis and total including 
medical, psychiatric, or psychological treatment. 

B. PROVIDERGROUPING 

Providers are divided into two major groups, Public and Private, with three sub-groupingsfor 
Private providers based upon facility capacity (the number of beds licensed/approved by the 
State for provision of ICF/MR services). Private providers are reimbursed based upon a flat 
prospective rate by Capacity/LOC grouping which is subject to annual inflation adjustment. 
(Public providers are reimbursed a facility specific prospective rate based on budgeted costs.) 

Public ICF/MR Facilities 

Included under this classification are State operated facilities. 

Private ICF/MR Facilities
-3 .. 

Includedunderthisclassification are privateproprietaryandnonprofitfacilities who are 
groupedbaseduponbedcapacityandlevel of care. Bed capacityandlevel of care 
classifications are as follows: 

0 Capacity of 1-8 beds,Levels of care 2 through 7 
0 Capacity of 9-32beds,Levelsofcare 2 through 7 
0 Capacity of 33 bedsand over, Levelsof care 2 through 7 

REIMBURSEMENT TO PRIVATE ICF/MR PROVIDERS 

1 .  Cost DefinitionsDetermination 

a.CPI - All Items - TheConsumer Price Index(CPI) for all UrbanConsumers-
South Region (All Items line) for December as published by the United States 
Department of Labor. 

b. 	 EconomicAdjustmentFactor - The CPI AllItemsFactoriscomputedby 
dividingthevalue of thecorrespondingIndexforDecember oftheyear 
preceding the Rate year by the value of the Index one year earlier (December 
of the 2nd preceding year). 
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C. 	 Rate Year - The rate year is the one year period from July 1 through June 30 
of the next calendar year during which a particular set of rates is in effect. It 
corresponds to the State’s fiscal year. 

d. 	 Base Rates - Baserateswereestablishedbyassigningeachfacilitytoa 
Capacity/LOC grouping and averaging each facility’s issued rate for July 1, 
1987 within that group. 

e. Fixed Cost - Interest from line item C-1-17 (Interest (other than capital assets)) 
and capital costs from Line C-1-52(Total Cost related to Capital Assets) of the 
cost report. 

f. Non-Fixed Cost - All other costs not captured in Fixed Cost above. 

Base Rate Components - Base rates are thesummationofthecomponents 
shown below. Each base rate component is intended to reimburse for the costs 

‘indicated by its name. Both cost component amountsare based on averages by 
facility size grouping and LOC for the base year. 

Base Rate Component Economic Adjustment Factor 

Non-Fixed Cost Items CPI - All Items 

Fixed Cost None (1) 

Return on Investment None (2) 

(1) No inflationallowed. 

(2) Adjusted returnby on a 
investment (ROI) factor of 5% 

Reporting2. Cost Requirements 

a. Initial Reporting 

The initial cost report must contain costsfor a full twelve-month period and be 
reported on the State’s fiscal year of July 1 through June 30. 
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b. ReportsSubsequent 

Each provider shall submit an annual cost report for fiscal year ending June30. 
These cost reports shall be f i led  by September 30, ninety (90)days after the 
State's fiscal year end. 

c.Exceptions 

Limitedexceptionstothereportrequirement will beconsidered on an 

individual facility basis upon written request from the providerto the Director 

of Institutional Reimbursement ofDHH, Bureau of Health Services Financing. 

If an exception is allowed, providers must attach a statement describing fully 

thenature for theexceptionrequest.Theextensionmustberequestedby 

September 30. 


-. If a facility is new, it willnotberequiredtofileacostreport for rate setting 
-.: purposes until one full rate year is completed. Facilities purchased as on-going 

concerns are not considered new facilities for cost reporting purposes. 

3. IncreasedCapacity 

Increased bed capacity requires approval from Bureau of Health Services Financing. 

4. Sales of Facilities 

In the event of the sale of a ICF/MR facility, the seller is required to submit a cost 
report from July to the date of sale. 

If thepurchasercontinuestheoperationofthefacility as aprovider of ICF/MR 
services, he is required to furnish an initial cost report covering the date of purchase 
toJune 30. Thereafter,thefacilitywill file an annualJuly 1 throughJune 30 cost 
report. 

5. 	 New Facilities 
A provider entering the ICF/MR Program is paid the applicable facility rate. There 
is no retroactive adjustment for either overpayment or underpayment to the facility. 

Adjustment to Base6. Interim Rates 

a p p r o v a l  Date DateTN# 8 9 - 4 5  Effective 

Supersedes

TN#SUPERSEDES: NONE - NEW 
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If an unanticipated changein conditions occurs which affects the costof a level of care 
of at least fifty percent (50%)of the enrolled long term care facilities by an average 
of fivepercent (5%) or more,therate may be changed.TheBureauofHealth 
Services Financing will determine whether or not the rates should be changed when 
requestedtodo so bytenpercent (10%) or moreoftheenrolledproviders.The 
burden of proof as to the extent and cost effect of the unanticipated change will rest 
withtheprovidersrequestingthechange.Incomputingthecosts,allcapital 
expenditures willbeconvertedtointerestanddepreciation. The BureauofHealth 
Services Financing, however, may initiate a rate change without a requestto do so in 
the event new Federal or State rules, regulations or laws mandate the necessity of a 
rate change. 

Base rate adjustment will result in a new base rate component value(s) which will be 
used to calculate the new rate for the next year. 

7. rate Determination 
.r -. 

a. Initial Calculation of the Rate Effective 10/1/89 

Facilities are licensed through the Department of Health and Hospitals by level 

of care and capacity grouping. Each level of care within a capacity grouping 

has a specific flat rate. The initial base rates were developed from the July 1, 

1987 issued rates, which were based on budgeted cost data from the approved 

rate setting methodology. Rates were grouped by capacity and level of care. 

After grouping the rates, the following procedures were applied: 


1-8 BEDS 


(1)Anaverageperdiemratewasdeterminedforeachgroup. 

(2) Anaveragefixedcostratewasdetermined for eachgroup. 

(3) The averagefixedcostratewassubtractedfromthe per diemrate. 

(4) Inflation as outlined in C. 1.(a)and(b) was then applied to the non-fixed 


costs per diem rate. (Two years inflation added, 12/86-12/87 and 12/87­
12/88.) 

(5 )  Fixedcostratewasthenaddedbacktotheinflatedadjustedperdiem. 
(6) Thisresulted in aprojected per diemrateforeachlevel of care. 

9-32 BEDS 

+ 
TN# 8 9 - 4 5  a p p r o v a lDate Effective 
Supersede 

NONE - NEWPA ET N & u p ~ h ~ ~ ~ ~ ~ :  
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(1) An averageperdiemratewasdeterminedforeachgroup. 
(2) An averagefixedcostratewasdetermined for eachgroup. 
(3) Theaveragefixedcostratewassubtractedfromtheperdiemrate. 
(4) Inflation as outlined in C .  1.(a)and(b) was then applied to the non-fixed 

costs per diem rate. (Two years inflation added, 12/86-12/87 and 12/87­
12/88.) 

(5)  Fixedcost rate wasthenaddedbacktotheinflatedadjustedperdiem. 
(6) An incentive of 20%was then added to the per diem rate to encourage 

downsizing in keeping with programmatic goals. 
(7)Thisresulted in aprojectedperdiemrate for eachlevel of care. 

33 PLUS BEDS 

(1) An averageperdiemratewasdetermined for eachgroup. 
(2) An averagefixedcostratewasdeterminedforeachgroup. 

m, - (3) Theaveragefixedcostratewassubtractedfromtheperdiemrate. 
-.* (4) Inflation as outlined in C .1 .(a)and(b)wasthenapplied tothenon-fixed 

costs per diem rate. (Twoyears inflation added, 12/86-12/87 and 12/87­
12/88.) 

(5)  Fixedcostratewasthenaddedbacktotheinflatedadjustedperdiem. 
(6) Thisresulted in aprojectedperdiemrateforeachlevel of care, 

b. Exceptions to RateCalculations 

Forthoselevels of care with no providers, 8% 
next wasfrom highest LOC amount 

calculated to determine a per diem rate. 

8. a. SubsequentRebasing of Rates for 7/1/94 

Obtaintotalallowablecostsfrom 91/92 audited and/or desk 
reviewed cost reports and divide by total client days to calculate 
average costs per dayfor facilities in each CAP/LOC grouping.

A 

Separate costs into fixed costs and non-fixed costs 
categories. 

TN# 
Supersedes 
TN# SUPERSEDES: NONE - NEW PAGE 
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Applyinflationasoutlined in C. l.(a)and(b)to 
non-fixedcostsfromthecostreportperiodof 
July 1, 1991throughJune 30, 1992 for the 
effectivedate oftheratechange,July 1, 1994. 
(Two years inflation would be added for 7/ 1/94 
rebasedrates,12/91-12/92and 12/92-12/93.) 

Addfixedcoststoinflatednon-fixedcoststo 
determine the base rates. 

Add 5% ROI to determine new rates. 

b. Exceptionsto Rebasing of Rates for 7/1/94 

For those levels of care with no providers, 8% 
from the next highest LOC amount will be used 
-todetermine a per diem rate. 

shallIAdjustments shall be made to rates by CAP/LOC 
for particular items of costs that have increased 
beyond the amount that normal inflation has been 
able to compensate. 

shall 
Adjustments shall be made to rates by CAP/LOC 
for material changes in occupancy levels, but not 
below 80%. 

These type adjustments shall be determined based 
on the aggregate for each CAP/LOC grouping. 

that are not allAdjustments indicative 
CAP/LOC groupings shall be made only to the 
affected CAP/LOC. 

I-'9. Subsequent Rebasing ofRates 

Obtaintotalallowablecostsfrommostrecentaudited and/or desk 
reviewed costreports and divide by total client days to calculate average 
costs per day for facilities in each CAP/LOC grouping. 

I 

TN# -Approval Date DateEffective 
Supersede
TN# supersedes NONE - NEW 
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I
\ 

c 


10. 

Separate costs into fixed costs and non-fixed costs categories. 

Apply inflation as outlined inC. 1.(a)and(b) to non-fixed costs from the cost report 
period for the effective dateof the rate change. 

Add fixed costs to inflated non-fixed costs to determine the base rates. 

Add 5% ROI to determine new rates. 

For those levels of care with no providers,8% from the next highest LOC amount 
will be used to determine a per diem rate. 

Adjustments shall be made to rates by CAP/LOC for particular items of costs that 
have increased beyond the amount that normal inflation has been able to compensate. 

adjustments shall be made to rates by CAP/LOC for material changes in occupancy 
levels, but not below80%. 

Thesetypeadjustmentsshallbedeterminedbasedontheaggregate for each 
CAP/LOC grouping. Adjustments that are not indicative to all CAP/LOC groupings 
shall be made only to the affected CAP/LOC. 

During non-rebasing years, the current rates will be inflated as outlined in C. 1.(a) 
and (b) to non-fixed costs for the effective date of the rate change. Application of the 
inflationary adjustment shall apply only in years when the state legislature allocates 
funds for this purpose. The inflationary adjustment shall be made by applying the 
inflation factor applicable to the current fiscal yearto the most recently paid non­
fixed costs. 

The Bureau of Health Services Financingwill review rates annually to determine the need 
for rebasing rates. The rates shall be rebased when there is at least a 5% difference in 
comparing the total payments to facilities and the overall and/or desk reviewed cost 
of the same rate year. 

Level of Care Appeals 

Level of care determinations may be appealed byproviders utilizing the same 
appeal process afforded to other long term care providers by the Bureau. 
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11. EXTRAORDINARYCOSTS 

a. Definition ofExtraordinary Care Costs 

Extraordinary costs are costs incurred by a provider of services to meet 
a patient's daily needs as dictatedby the Planof Care (POC). These costs 
cannot be a duplication of basic services which have been reimbursed 
under the regular flat rate. These type costs are reimbursed outside the 
regular per diem payment through an enhanced amount on a recipient 
specific basis. Extraordinary care medical costs are defined as medical 
services whichare not required for d l  patients at any level, but which are 
recipient specific, medically necessary and prescribed underan individual 
Plan of Care. Types of recipients who might require these extraordinary 
care services are mentally retarded children of drug abusers with severe 
and profound medical needs, individuals who have need ofextraordinary 

-. care medical care services such as 24 hour licensed nurses, psychiatric 
staffing tointervention, special requirementsimplement intensive 

behavior therapy programs, etc. Other types of services which might be 
rendercd under extraordinary care medicalcosts if not covered under the 
Medicaid card include services specific to medical needssuch as special 
staffing, consultants' costs (e.g., psychologists, registered nurses, and 
occupational, physicalandspeech therapists, andmedical services 
provided by specialistssuchas neurology, dermatology, psychiatry, 
gynecology, etc.). Included in extraordinary care medical costs are those 
costs associated with the delivery of an individual plan of care which is 
intensive in nature over a substantial periodof time. These costs are not 
includedunderthe facility's prospectiveflat rate; all costs relate to 
individualized programmatic needs. The Plan of Care must be reviewed 
and approved by the Department of Health and Hospitals. This rate does 
notincludeanycostsnotallowed under Medicare principles of cost 
reimbursement found in theProvider Reimbursement Manual(HIM-15). 

* b. Plan of Care 

The Plan of Care is defined as an individual program plan developed by 
the Interdisciplinary Team based on current comprehensive functional 
assessments of strengths and needs with long range goals and time-limited 
objectives. Medicallynecessarytypesof services include, but are not 
limited to, such services as those itemizedin the above paragraph. 

Date DateApproval 4-14-@Effective 1-1-93 
Supersedes 
TN# 
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c. 	 ApplicationforEnhancedRate 

The facility must request the enhanced rate and provide documentation to 
support this request in order to ensure that for enhanced servicesare 
not available through another source. 

The effective date of an enhanced rate will be the effective date of the 
POC . 

Medicaid reimbursementof the extraordinary care medical cost shall be 
made only after the Department has reviewed and approved eachPlan of 
Care and determined that the extraordinary medicalservices included are 
based on medical necessity andare not providedin the current regular per 
diem rate. 

?’	The client’s situationand need for extraordinary care medical services is 
reviewed at least quarterly by the Interdisciplinary Team and Officefor 
Citizens withDevelopmentalDisabilities(OCDD)regionalstaffto 
determine the medical necessityof continuing the enhancedservices and 
to determine if a fade plan for the enhanced rate based upon a reduced 
need for enhanced medical services is appropriate; if so, the time frame 
for the fade plan is documentedin the recipient’srecord. The team makes 
a recommendation in writing regarding the need for continuation of the 
extraordinary care medical services providedunder the enhanced rate. 

At any time a provider determines that aclient no longer qualifies for or 
is no longer in need of extraordinary care medical services, the provider 
is required to notifyOCDDRegional office andBureauof Health 
Services Financing. 

Copies of cost reports are submitted to the Regional Offices of OCDD. 
Copies of

i
Health Standards surveysare available to monitors of recipients 
extraordinary care services. 

I A 

A 

Supersedes 

TN# none - ma 



